GA',/ARNACO 1973 Annual Report 
| Warnaco is a diversified manufacturer 
aR and merchandiser of clothing, in its 100th 
: year of business as the direct descendant 

of The Warner Brothers Company, a 
leading name in intimate apparel through- 
out the past century. Warnaco’s group 
of brands is probably the most 
unique and outstanding combination of 
apparel products in any corporate 
Organization. =—_—s Isto this day one 
of the great international brands in slimwear. 
jg one of the best Known names 
in women’s sportswear and the world’s 
largest manufacturer of skiwear 
Sportswear is the dominant brand 
in men’s knit sport shirts and sweaters. | 
Hathaway, in business continuously since | 
1837, is the byword for quality men’s 
dressshirts. =~ isoneoftheleading © 
brands in women’s sweaters, knitwear 
andcontemporary styles. ==—s Sa 
similarly dominant name in junior 
Swimwear © —. =~. iS a special 
name in fashion dresses — and many 
a woman couldn't ask for anything more. 
Playmore — leading brand in girls 
wear. A ‘cousin’ of WhiteStag, = =  —> 
uses sewing skills to manufacture a 
top line of tents, sleeping bags and back- — 
packs, as well as water sports equipment, 
andalsomarkets —_—_srracing 
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swimsuits of Olympic fame. iS 
a maker of quality men’s leather and 
cloth outerwear. is a label of special 
prestige on men's sweaters and knits. 

is Canada’s largest rainwear 
maker and a leading outerwear producer 
as well. is Canada’s leading 
men's slacks and coordinates house. 
Dedicated to dominance in categories of 
apparel involved with active lifestyles, 
Warnaco’s philosophy is to concentrate in 
areas of growth potential that provide 
diversification against fashion fluctuations. 
since the start in 1960 of the expansion 
and diversification program that has 
brought Warnaco to its present stature, 
sales have grown tenfold. Earnings per 
share have increased at a compounded 
rate of 7.3 per cent annually — better than 
the average for U.S. industry. In 19783, 
Warnaco had its highest apparel sales and 
profits ever. was 
for the year, and increased by 


Products and Sales by Divisions 
Net Sales (Millions of Dollars) 
1973 1972 1971 1970 1969 

a ee a 
Puritan Men’s sport shirts, sweaters, full- $49.3 $44.3 $38.2 $32.2 $36.0 

fashioned knit shirts, tennis and golf 

wear, coordinates, outerwear 
Hathaway Dress shirts, sport shirts, Golf Classic 28.8 26.3 Dou 24:3 21.6 

shirts, Logan Shirtmakers (private label) 


Cresco Sports outerwear and leatherwear Pall 6.7 5.0 3.8 4.1 

Thane Better-priced knit shirts, sweaters, 6.0 4.6 3.6 2.6 3.0 
sweatershirts 

Hathaway OtherWear Better-priced casual wear and 12 0.4 — —_ — 
coordinates 

CBS Imports (20% interest) Imported men’s and boys’ shirts, 
women’s and girls’ wear 

White Stag Women’s sportswear and coordinates, $61.8 $51.1 $45.4 “$402 35370 


outerwear; Allison’s Closet junior 
sportswear coordinates; girls’ wear; 
men’s and women’s skiwear and 
Stagwhites tennis wear, warmups 


Rosanna Sweaters, knit dresses, knit capes; N22 10.4 8.3 5.0 6.9 
SW 1 and SW 2 contemporary 
sportswear 

High Tide Junior swimwear and cover-ups 8.0 7.8 6.2 5.9 4.4 

Jerry Silverman Fashion dresses under the Jerry 12:6 12:8 “16:37 ils eae 
Silverman, Jeremy and JS Ltd. labels 

Medford-Playmore Single, doubleknit fabrics; knit TACs ele 12.0 11.4 ee 


sportswear; Playmore girls’ wear; 
Haddon Manufacturing (private label) 


Hathaway Patch Women’s tailored shirts and sportswear OF7) 0.7 — — “= 
Liz Carlson (75% interest) Contemporary sportswear (started in 1973) 

Warner Slimwear Bras, girdles, briefs, braslips $37.2 $85.3 $80.7 “$30. SaSare 
Hirsch-Weis Tents, sleeping bags, backpacks and $18.3. $14.7 “$13.00 $Olj momma 


other camping equipment; water sports 
equipment; Speedo racing and fashion 
swimsuits, cover-ups, warmups 


International 
Warnaco of Canada Croydon rainwear and outerwear; Don $91.6. $10:7  “$C:40NsS20ue coe 

Parker men’s slacks and coordinates; 
Hathaway shirts; High Tide and 
Speedo swimwear; Warner’s bras, 
girdles and briefs; White Stag women’s 
sportswear and men’s and women’s 
ski and tennis wear 


Other International Warner’s bras, girdles, briefs and 11.9 9.3 7.8 6.3 5:5 
swimwear through subsidiaries in 
Europe and Mexico; Warner’s and other 
brands through licensees, agents and 
subsidiaries in 40 countries; Hathaway 
shirts through Laurentian Marketing 
Company, England; 24 per cent 
interest in Speedo Holdings, Australia 
(sales of licensees and minority 
interests not reflected) 


Financial Highlights 


Warnaco Inc. 


1973 1972 Increase 
From apparel operations: 
Net sales $285,509,000 $245,956,000 16.1% 
Operating income before taxes 16,199,000 11,486,000 41.0% 
Return on sales 5/0 4.7% 
Operating income 10,421,000 8,076,000 29.0% 
Return on sales 3.7% 3.3% 
Income from discontinued non- 
apparel operations, net of taxes 8,000 840,000 
Net income 10,429,000 8,916,000 17.0% 
Income per common share and 
common equivalent share:- 
Income from operations: 
Apparel operations $2.63 $2.00 Silove 
Net 2.63 2.21 19.0% 
Assuming full dilution: 
Apparel operations 2.48 1.90 30.5% 
Net 2.48 2.09 18.7% 
Dividends per common share .80 .60 33.3% 
Common shareowners 5,000 4,200 19.1% 


To the Shareowners: 

In 1974, Warnaco will be completing 
100 years of business since the 
Doctors Warner founded their little 
corset factory in McGraw, New York. 
It is appropriate, we believe, that for 
1973, the last full year of the first 
Warnaco century, we had the biggest 
and best results in our long history. 


For the year as a whole, we had a 
gain of 29 per cent in net income from 
apparel operations on a 16 per cent 
sales gain. On the same basis, 
earnings per share for 19783 (fully 
diluted) were $2.48, compared to 
$1.90 for 1972. Details for the two 
years are shown elsewhere. All 
figures have been restated to conform 
with the new Accounting Principles 
Board Opinion No. 30. 


Operating reports on our various units 
begin on page 19. It’s sufficient here 
to say that in a somewhat difficult year 
for apparel, almost all our divisions 
shared in the profit improvement, 

with a majority of them establishing 
all-time records. 


As we started our 100th year it was 
significant also that we redirected 
ourselves to what we know best — the 
manufacture and merchandising of 
apparel and related leisure products. 
It is our conviction that we can best 
serve the interest of our shareowners 
by concentrating solely on this basic 
business. Accordingly, at the end of 
1972 we announced a decision to sell 
Warner Packaging to Rexham,, Inc. 
This sale was consummated last April 
at a substantial capital gain. Early in 
1974, we announced our intention of 
selling our retail division, the Gus 
Mayer stores. Allowance for possible 
loss on this disposition has been 
taken in final net for 1973, and retail- 
ing results are now excluded from 
our continuing operations figures. 


Even within the apparel category, it 
is our intention to concentrate on 
fewer, more profitable areas. We have 
no ambition to sell everything that a 
man, woman, or child will wear. What 
we want to achieve is importance in 
every area that we choose to serve. 
From our 100 years of observance of 
the apparel industry, it is apparent 
that true profitability and security 
within an apparel classification are 
achieved only by a relatively few 
brands which have particularly strong 
positions in their classifications. This 
requires careful specialization on the 
part of our divisions, and a conscious 
decision to concentrate on the parti- 
cular segments of the market where 
they are already top brands or where 
they have plans and realistic strate- 
gies to become top brands. In other 
words, we believe our divisions 
should do something superbly well; 
they must not do something that 
others can do better. 


Of course, strength in the total 
apparel market comes through diver- 
sification. In total, industry volume 
rises at a steady six to seven per cent 
per year, good seasons and bad. But 
we believe that diversification into 
new markets is the responsibility of 
the corporation, not the individual 
divisions. The key to success is 
specialization by the individual divi- 
sions, diversification by the cor- 
poration. 


This concentration and segmentation 
by divisions is particularly important 
in a flat or down market, which we 
may possibly encounter this year. 
When store inventories are under 
pressure and money for purchases is 
scarce, stores concentrate on their 
top selling brands in each department. 
In this respect, Warnaco’s position is 
unique. We do not believe that there is 
another apparel company with the 
top-drawer strength of the individual 
Warnaco brands. Warner’s has a 
powerful position in the girdle and 
bra market. White Stag is a colossus 
in sportswear. Rosanna is probably 
the best selling women’s sweater line 
in the country. A Jerry Silverman 
dress means fashion authority to the 
style conscious woman. High Tide is 
one of the most popular (and profit- 
able) junior swimwear firms. Speedo 
swimsuits are the “in” thing for all 


competitive racers (21 of 22 world’s 
records were set in Speedo suits at 
the 1972 Olympics). Hathaway is the 
shirt brand by which the quality and 
fashion rightness of all others are 
measured. It dominates the men’s 
better-priced shirt market. Puritan is 
the largest selling men’s knit shirt 
and sweater brand in the world and 
probably the most profitable single 
men’s sportswear line to major U.S. 
department and specialty stores. This 
year we plan to add Day’s slacks to 
the Warnaco Group. This Tacoma- 
based company is a leader in men’s 
pants, both knitted and woven, selling 
to major stores in the West and Middle 
West. It is our intention to make 
Day’s a major national brand. 


And so it goes. In Canada, our 
Croydon brand is known everywhere 
as the largest raincoat resource to 
top stores and is a major factor in 
sportswear as well, and Don Parker 
is the most important men’s slacks 
and coordinates house. 


These divisions and brands have cer- 
tain very important qualities in com- 
mon. They either have a dominant 
market position or they areina 
position to achieve it. They are spe- 
Cialists, doing what they do best. 


They have dropped or are dropping 
peripheral lines. They are dedicated 
to professional management. To- 
gether, they make Warnaco a very 
important customer to the great tex- 
tile firms of the world (crucial for 
new developments and in times of 
material shortages) and a very impor- 
tant supplier to the great stores of 
the world. In this connection, Warnaco 
is one of the few apparel firms which 
maintains continuous communication 
with retailers through the office of a 
corporate vice president whose most 
important assignment is to represent 
our divisions to their customers and 
the customers to our divisions. 


The divisions are specialists in their 
particular markets, and collectively 
they make Warnaco a highly diver- 
sified company. At a time when many 
other apparel firms have chosen to 
concentrate on one product or one 
look or to verticalize their operations, 
Warnaco has chosen to avoid too 


large investments in mill operations, 
and to remain flexible, with the ability 
to shift its styles quickly in terms of 
material, color or look, as fashion 
may dictate. 


From a one-line corset house of 1874, 
we have progressed to a company 
encompassing some 20 companies 
and brands. Sales in 10 years have 
increased from $137 million to $285 
million. Apparel profits for 10 years 
have grown at annually compounded 
rates of 8.3 per cent in absolute 
dollars and 6.8 per cent per share. 
Meanwhile book value and share- 
owners’ equity has increased by 10.6 
per cent. 


Since 1970 Warnaco’s record has 
been particularly impressive. The 
downturn of that year strengthened 
our determination to concentrate on 
those things we can do best, and to 
enforce the most sophisticated tech- 
niques in inventory management 

(to a significant extent ours is an 
inventory management business), 
planning, budgeting, financial con- 
trols, reporting, standard systems 
and computers. 


1973 was a year marked by many 
other important events for Warnaco. 
Among them: 


— In February, the common stock 
dividend was increased from a 60- 
cent to an 80-cent annual rate. 


— Warnaco of Canada early in the 
year acquired the Botnick companies, 
Canadian distributors of White Stag 
skiwear, Stagwhites tennis wear, and 
High Tide and Speedo swimwear. In 
the fall, Don Parker slacks of Edmon- 
ton, Alberta, was added to the group. 


— Also in the fall, 30 per cent of 
Warnaco of Canada’s shares was 


sold to the public at an offering of $12 
per share. This sharing of ownership 
in our Canadian company with Cana- 
dian investors is the first move of its 
kind by an apparel manufacturer. 


— Arrangements were made with a 
group of insurance companies to ex- 
pand working capital through a $20 
million subordinated debt financing 
with a 17-year life, at a rate of 9°/s 
per cent. 


— In view of the low price of Warnaco 
common stock on the New York 
Stock Exchange, the company pur- 
chased for its treasury 92,600 shares 
of its own stock on the open market. 


— Several more efficient manufactur- 
ing plants were added, and plans 
were put into motion to sell a few 
less-efficient plants. 


— Warnaco’s investment in the highly 
successful Speedo company of 
Sydney, Australia was increased by 
105,200 shares. At the same time, our 
option to expand our 20 per cent 
interest to full ownership of CBS 
Imports was extended a year. 


— In the fall, White Stag of Canada, 
Canadian licensee for White Stag 
sportswear, was acquired as a Sub- 
sidiary of White Stag, headquartered 
in Portland, Oregon. 


John W. Field, Chairman 


— New product lines were introduced 
into what we believe are highly 
promising markets. Among them are 
White Stag’s sophisticated junior 
sportswear line, Allison’s Closet, and 
an independent contemporary sports- 
wear line, based in San Francisco, 
with the brand name of Liz Carlson. 
Also in the development stage are 
Hathaway Patch, a sophisticated, 
tailored, better-priced sportswear 
line for women, and Hathaway 
OtherWear, a coordinated, better- 
priced sportswear line for men. 


Cameron Clark, Jr., President 


— Anew group called Warnaco 
Men’s Sportswear was organized to 
provide centralized services to 
Puritan, Thane and Cresco, at the 
same time preserving their market 
identities and sensitivity to fashion 
trends. In this way, key divisional 
executives Can concentrate on mar- 
keting and leave manufacturing, 
inventory control, administration and 
financial matters to specialists. 


Results by Operating Groups ($ Millions) (1) 


maa 1973 
mim 1972 


Men’s Wear 

Hathaway, Puritan, Cresco, 

Thane, Hathaway OtherWear, 

CBS Imports (20% interest) 

Woman’s Wear 

White Stag, Rosanna, High Tide, 

Jerry Silverman, Medford-Playmore, 
Hathaway Patch, Liz Carlson (75% interest) 
Intimate Apparel 

Warner Slimwear 


Recreation and Leisure 
Hirsch-Weis, White Stag skiwear, 
Stagwhites tennis wear 


International 

Warnaco of Canada, 

Warner’s International, Licensees, 
Minority Interests 


0 20 40 60 80 100 


Net Sales 


(1) Restated, excluding discontinued apparel and non-apparel operations. 
(2) Before consolidating adjustments and unallocated interest costs and expenses. 


1974 is a particularly hard year to 
forecast. As of this writing, business 
is reasonably good, with spring 
orders about 10 per cent ahead of 

last year. But there are problems. 
Fabric shortages and sharp price 
increases have been with us for some 
time now, causing real difficulties in 
manufacturing units and marketing 
plans. Price controls have done their 
malevolent best to distort the normal 
demand-supply relationship and to 
restrict profits, to say nothing of creat- 
ing heavy mounds of paperwork. It is 
our belief that the normal rigorous 
competitive climate of the apparel 
industry will do more to restrain 
prices and free up supplies than man- 
datory controls. 


Some newer elements also pose 
questions, currently without answers. 
The fuel shortage and truck strikes 
are hurting our transportation of 
materials and could cause some plant 
shutdowns and dislocations. They 
are also aggravating the materials 
problem. The year will probably bring 
at least a mild recession, certainly 
higher unemployment and continued 
inflation. 


On the optimistic side, we can note 
that materials shortages can be partly 
alleviated by flexibility in design and 
ingenuity in substitution. We are glad 
we are not dependent upon one 
material. We can also note that in the 
past, fashion uncertainties have hurt 
the apparel industry more than re- 
cessions. Apparel purchases are not 
as postponable as cars, housing and 
hard goods. Unlike the turndown of 
1970, we now have a reasonably 
stable fashion picture. Shoppers this 
year will be highly selective, price 
conscious and conservative in taste. 
The wild fashion swings of a short 
time back are gone. 


In light of these conditions, we are 
planning cautiously with special 
emphasis on inventory and expense 
controls and positive cash flows. 


Earnings Contributions (2) 
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At the annual meeting of directors 
last April, | was elected chairman of 
the board, succeeding my father, 
John Field, who led the company 
through so many pioneering and dif- 
ficult years and who remains as a 
director and honorary chairman. | 
have continued as chief executive 
officer, while Cameron Clark, Jr., 
chief operations officer, is now presi- 
dent. In turn, we now have two 
executive vice presidents, Frederick 
A. Downey for administration-finance 
and Gus G. Van Sant for operations. 
In addition, the roles of John Detjens, 
Ill, president of White Stag, and Philip 
J. Lamoureux, Jr., president of 
Warner’s, have been expanded to give 
them additional responsibilities as 
corporate senior vice presidents in 
charge of groups. Lloyd C. Ahlgren, 
in charge of our development depart- 
ment, has been made a senior vice 
president. New vice presidents in- 
clude Lloyd S. Schaper, president of 
Puritan, Donald C. Harshman, presi- 
dent of Warnaco Men’s Sportswear, 
and John D. Limpitlaw, director of 
management development. Lawrence 
L. Rennett and Harold Rudominer, 
both former senior vice presidents, 
are now consultants to the company. 


From the Board of Directors, we have 
lost the valuable services of Herman 
D. Ruhm, Jr., who reached the retire- 
ment age of 70. James C. Walker, 
president of Warnaco of Canada, was 
elected to replace him. Retiring this 
year will be Arthur W. Warner, grand- 
son of one of the original founders of 
the company. He will be missed by us 
all. Fortunately, we will have as his 
successor William M. Fine, a director 
from 1967 to 1970, who had left the 
board to become president of Bonwit 
Teller in New York, a division of a 
competitor. He has now left that post 
and once more becomes eligible for a 
Warnaco directorship. 


One of the saddest notes of the year 
was the death of Ira F. Warner in 
September. He was the son of a 
founder and our first, and so far only, 
honorary director. The world and our 
board room are a little more lonely 
without him. 


In 1968 Warnaco earned $1.95 per 
share from apparel operations (re- 
stated) and our stock sold on the 
New York Stock Exchange at a high 
equivalent to $40 per share around 
year end. In early February 1974, we 
reported a comparable $2.48 per 
share for 1973 apparel earnings, and 
the stock was selling at and below 
$10 per share. Therein, of course, lies 
a tale of disappointment, of frustrated 
plans, of damaged morale. 


Warnaco is a growth company. 
Internal sales, not counting acqui- 
sitions, have been growing ata 
compounded rate of 13 per centa 
year for the last three years. Normally 
such growth would be financed by a 
combination of retained profits, debt 
and increased equity. There isa 
balance of debt we can prudently 
assume; selling equity at today’s 
prices is not satisfactory. Therefore, 
we must rely on retained earnings 
and the absolute necessity of a posi- 
tive cash flow. Such requirements 
present their own difficulties, but we 
can live with them. 


Furthermore, executive and stock- 
holder morale is difficult to maintain 
when stock drops substantially below 
prices paid for it. 


Apparently, the basic element in the 
drastic decline in the price of 
Warnaco and so many other stocks, 

in spite of earnings increases, has 
been heavy institutional selling. 

On the other hand, we have been 
heartened by the confidence in us dis- 
played by the many individual invest- 
ors, mostly small holders, who have 
stayed with us or joined our ranks in 
these traumatic times. We intend to 
justify their faith. Eventually, our stock 
price must more accurately reflect our 
earnings record and potential. We 
can ask no more than that. To this 
end, we are expanding our efforts to 
put our story before investors and 
pressing for measures that will protect 
small investors and assure deserving 
companies access to the equity 
market. 


So now we come to the next 100 
years. 1974 will be the first year of 
the second Warnaco century. We 
have today the same faith in the 
company the Doctors Warner had 
way back in 1874, when they bet their 
last dollar on it. They prospered and 
so will all of us, the modern-day 
owners of Warnaco, thanks to our 
employees who make the whole 
enterprise tick, to our directors who 
give wise advice and counsel, to the 
customers who have voted confi- 
dence in our brands, and to our 
shareowners. 


John W. Field 
Chairman 


March 1974 
Bridgeport, Connecticut 


The Corset that Grew 


The story of Warnaco is one of lead- 
ership and longevity. As an earlier 
account of the nucleus Warner 
Brothers Company captioned it, 
“Always Starting Things.”’ 


Warnaco is 100 years old in 1974 by 
virtue of the continuous operation 
since 1874 of the corset company 
founded in that year by Doctors 
Lucien C. and |. De Ver Warner. They 
perceived the need for better de- 
signed ladies’ underpinnings, pro- 
duced in volume and merchandised 
under a well publicized name. Their 
brand prospers more today than ever, 
one of the few product names that 
can point to so long a period of 
prominence in the public eye. 


In another sense, Warnaco’s business 
can be traced even further back, to 
1837. In that year, a sometime Baptist 
minister, Charles F. Hathaway, saw a 
need for ready-to-wear men’s dress 
shirts. Abandoning the Boston- 
Plymouth environs of his forbears, 
Rev. Hathaway set up what was 
probably the first full American shirt 
manufactory on the then-frontier of 
Waterville, Maine. His name and 
brand have likewise gained fame. To 
the buying public 137 years later, 
Hathaway is almost the generic term 
for a quality shirt. 


There are other dates and needs and 
roots, too, tracing to the modern 
entity of Warnaco. 


In 1884, one E. Henry Wemme estab- 
lished a canvas business on the 
shores of the Willamette River in 
Portland, Oregon, in time to ride the 
boom of the prospering Northwest 
and the Klondike Gold Rush. Clipper 
ships resting in the Willamette’s 
“sweet waters” were supplied with 
sails. Loggers, farmers, cattlemen 
and prospectors were supplied with 
tents, wagon covers, water bags, 
ponchos and “‘tin suits” of paraffined 
canvas for all-weather work. The 
business was Carried on and ex- 
panded by men named Hirsch and 
Weis. In the 1930’s and 1940’s, it led 
the way into American manufacture of 
skiwear and then functionally stylish 
women’s sportswear, often featuring 
sailcoth. The deer and name now 
famous on this activewear derive 


Warner’s soft look of today is in contrast 
with the 1902 product and its ingenious 
Rust-Proof spring steel stays. Later innova- 
tions included two-way-stretch and the 
“body stocking,” widely considered the pro- 
genitor of pantyhose and bodyshirts. Warner 
advertising broke ground in the infancy of 
the profession with the introduction of 
cooperative ads and advance programs with 
stores, testimonials, legs in corset ads 
(1915), and outdoor electric signs (1917). 
Warner research type-sized women’s figures 
for better fit, in 1930, and established 
A-B-C-D cup bra sizing, in 1935. 


from the translation of the German 
names Hirsch and Weis — White Stag. 


In 1909, in Philadelphia, I.S. Titelman 
bought out a troubled knitter’s 
machinery and started making men’s 
sweaters under the Puritan label, 
another brand destined for consumer 
fame. The business prospered, moved 
across the mountains to Altoona, 
expanded into knit sport shirts, and 
has become the nation’s leading 
popular to better-priced brand in its 
knit shirt and sweater categories. 


From these and other enterprises, 
each showing the way in its field, 
Warnaco evolved in the 1960’s. 


Warner Brothers was the corporate 
vehicle. Diversification into apparel 
segments offering special growth and 
protection from fashion cycles was 
the basic reason, joined with the need 


Hathaway’s modern product is also in stark 
relief with the shirts of the period of its 
founding typified in this painting from the 
noted Hathaway collection of American 
primitives. Hathaway’s ‘“‘man in the eye 
patch” has become famous since the 1950's 
as anew kind of advertising, implicitly high- 
lighting product exclusiveness and quality. 


White Stag, under its earlier Hirsch-Weis 
name, offered attractive ladies’ ‘“Rainpelle”’ 
coats in 1914 but little else that would hint at 
the company’s pre-eminence a half century 
and more later in making ‘‘beautiful clothes 
for active people,” as above. 


10 


for size and scale in the modern 
business environment. 


Hathaway was the first to join the 
group, in 1960, when Warner Brothers 
was still a year away from public 
ownership and three years away from 
listing on the New York Stock Ex- 
change. Puritan joined in 1964, and 
White Stag in 1966. Both had pre- 
viously been publicly held companies 
themselves. 


Diversification Plan 


Other units came into the group or 
emerged from it as the diversification 
program progressed, under the direc- 
tion of John W. Field, great grandson 
of a founder and son of John Field, 

a leader of Warner’s through half of 
this century. Several years earlier 

the younger Field had traded a Time- 
Life editorship for the family business. 
By 1967,he had drastically changed 
the enterprise, and a name to connote 
this expansion and diversity was 
fabricated from the old one — 
Warnaco. 


Several units derived from White Stag. 
One, Hirsch-Weis, had been White 
Stag’s original canvas products oper- 
ation. Retaining the old name and 
utilizing the original expertise, this 
unit adapted in recent years to 
become a leader in supplying the 
burgeoning hiking and outdoors 
market with tents, backpacks and 
sleeping bags. Hirsch-Weis also ex- 


The Puritan man of the 1920’s was somewhat 
more formal than the “‘all man, part Puritan” 
of today. Along the way, Puritan has led the 
men’s knit industry in the introduction of 
Ban-lon® shirts and “Aquaknit,” the first 
machine washable and dryable wool 
sweaters, among other developments. 
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panded into watersports, with scuba 
and other gear and as licensee in the 
United States for the Australian com- 
pany that originated the Speedo 
racing swimsuits of Olympic fame. As 
a result of this relationship, Warnaco 
today has a 24 per cent interest in 

the Speedo company. 


Rosanna, merged into White Stag a 
year before the White Stag-Warner 
union, had descended from a com- 
pany founded in 1919 to import 
quality women’s knits from England 
and the Continent, and later from the 
Orient. As part of Warnaco, Rosanna 
has become an independent division, 
still specializing in knits, particularly 
sweaters, but importing only about 
one-fourth of its line today. 


Medford Mills became associated 
with Warnaco through its relationship 
as a supplier of coordinated sports- 
wear tops to White Stag. Founded in 
Brooklyn in 1924 and moved to the 
New Jersey community for which it 
is now named in 1935, Medford 
pioneered in polo shirts and the use 
of cotton with synthetics as far back 
as the early 1930’s. Later the com- 
pany was credited with helping to 
develop the coordinates idea in 
women’s and girls’ wear. It was 
through this that Medford became 
important to White Stag. Warnaco 
purchased the business in 1968, 
along with its Playmore girls’ wear 
line started in 1951 and its Haddon 
Manufacturing unit, which has grown 
since 1943 into an important supplier 
to the large chains. 


Puritan was the occasion for Thane 
and Cresco’s joining the group. 


Thane, formed in 1959 to market a 
better-priced line of lamb’s wool and 
cashmere sweaters, soon expanded 
into comparably priced knit shirts 
and sweatershirts. In 1962, an affilia- 
tion was established with Puritan 
while both were still separate com- 
panies. In 1964 they came into the 
Warnaco grouping together, with 
Thane as a Puritan subsidiary on the 
higher-priced end of men’s knits. 
Thane has since become a separate 
marketing entity, with a distinct image 
for leadership in its price bracket. 


Cresco started in business in 1903 
and by the 1930’s had evolved into a 
leading leather outerwear specialist. 
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Rosanna, founded after World War | to 
import women’s knits from Europe, today 
is in a position of market prominence and 
prestige that allows it to turn the tables on 
1919 and plan marketing of its brand in 
Europe in 1974. 


Warner’s has been a leading intimate 
apparel brand overseas for many decades. 
In recent years, the line has expanded to 
include swimsuits and cover-ups as pictured 
here, winning the Grand Prix de la Mer for 
its 1973 designs at the Cannes fashion festi- 
val. 


Croydon, top, is Canada’s largest rainwear 
maker. Cresco leather outerwear, above, 
and Thane men’s knits, left, are U.S. brands, 
each having a special quality image. 


Two decades later, this leatherwear 
was being contracted for the Puritan 
label. The affiliation eventually led, in 
1968, to Cresco’s joining the Warnaco 
group as a Subsidiary of Puritan. As 
with Thane, Cresco has since become 
a separate marketing entity with 
distinction not only for its leather 
coats but also for a related cloth 
outerwear line. 


Two units having a connection with 
Hathaway, though independent divi- 
sions, are Hathaway Patch and 
Hathaway OtherWear. Both were 
started within the last two years, are 
highly styled and are in the better- 
priced categories. Patch markets 
tailored ladies’ shirts and sportswear 
with the Hathaway flare. OtherWear 
also exploits this fashion image, with 
a line of coordinated men’s casual 
wear. 


High Tide and Jerry Silverman came 
into the Warnaco Group through 
mergers in 1970. 


High Tide was organized in 1961 by a 
young business school graduate, 
Marvin Goodman, to exploit an open- 
ing in the junior swimwear business 
overlooked by the larger makers. In 
the 13 years since, it has become one 
of the top three brands in its market. 


In recent years the line has been 
expanded to cover-ups using the 
same swimsuit materials and breezy 
styles, and often serving double duty 
as informal gowns. 


Jerry Silverman is noted for a different 
kind of gown, priced and prized asa 
special possession. The business was 
founded in 1959 by a lawyer turned 
dressmaker, Jerome Silverman, and 
his designer partner, Shannon 
Rodgers. Emphasizing graceful lines 
and fit, the Silverman brand has built 
volume, held it and remained profit- 
able in a period of decline or demise 
for some of its competitors. 


Divestitures Too 

There have been decisive divestitures 
too in the development of Warnaco. 
As a part of a move to concentrate 
capital and management attention on 
apparel manufacture and merchan- 
dising only, Warner Packaging was 
sold at a substantial profit in early 
1973 to a company specializing in 
that business. Packaging had started 
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Jerry Silverman merchandises its gowns 
with one of fashion advertising’s noted lines 
— ‘Just show me the Jerry Silvermans, 
please’ — perhaps so effectively because 
the words truly reflect the feelings of the 
typical Silverman customer. 


as the corset box department in 1890, 
at a time when suitable containers 
could not be obtained otherwise, and 
later adapted to specialized, high 
quality packaging of non-apparel 
products. 


Similar considerations, plus profit 
problems, prompted a like decision 
in early 1974 with regard to the Gus 
Mayer group of 23 women’s specialty 
stores. They had become part of 
Warnaco in 1969 in a move into 
retailing not actually contemplated in 
the original diversification plan. The 
store group is to be sold, in the belief 
that its potential can be better 
realized in association with retail- 
oriented partners. 


Earlier there had been terminations 
of some lesser lines and units, as is 
normal in a business that must con- 
stantly try new ideas to keep com- 
petitive. And there were two strategic 
withdrawals of larger scale. In 1971 
a major foray into pantyhose under- 
taken less than a year before was 
called off, as over-capacity brought 
tremendous attrition to this entire 
market. In 1972 a long effort to de- 
velop a line of women’s sleepwear, 
slips and loungewear was called off. 


International 


Early in the century, Warner Brothers 
looked to Europe for fashion direc- 
tions and found there, as well, a 
market for its intimate apparel, 
through licensees. The Warner brand 
gradually became an international 
one. This standing was further en- 
hanced in the early 1960’s with the 
formation of an international unit with 
manufacturing first in Northern 
Ireland and then in Belgium. Three 
plants have been added more re- 
cently, including two in England. 
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High Tide was to have been the label fora 
The International division now has a single bikini line among many put out by 
marketing network in 40 countries a company founded in 1961. But High Tide’s 
: success and acceptance were such that no 
encompassing several Warnaco 


é ; other names were coined, and the company, 
brands besides Warner's through now a Warnaco division, took the brand’s 


subsidiaries, licensees and agents. name as its own. 
Canadian activities expanded so Don Parker slacks are a leading Canadian 
rapidly that a wholly owned subsidi- brand. Playmore is a better girls’ wear line 


ut out by Warnaco’s Medford Mills division. 
ary, Warnaco of Canada, was formed P y 


and in 1973 soid 30 per cent of its 
shares to the investing public there in 
a somewhat unique program to share 
ownership in the country of opera- 
tion. Warnaco of Canada includes 
companies merchandising five brands 
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already associated with Warnaco — 
Warner’s, Hathaway, White Stag, High 
Tide and Speedo — as well as two 
names added through mergers in 
1972 and 1973 — Croydon and 

Don Parker. 


Founded in Montreal in 1929 and 
named for the aerodrome outside 
London that was then making early 
flight headlines, Croydon today is 
Canada’s largest rainwear maker. 
Emphasis is on fashion rain and 
outerwear for men and women, but 
Croydon also has the distinction of 
supplying specially designed weather- 
wear for the Canadian Army, the 
Royal Mounted Police and other 
constabularies. 


Don Parker is considered Canada’s 
largest resource for men’s slacks and 
coordinates, having pioneered the 
coordinates concept there. Started in 
Edmonton, Alberta in 1948, the com- 
pany merged into the then indepen- 
dent White Stag of Canada group of 
companies in 1969 and proceeded to 
nearly double its sales in the sub- 
sequent five years. In 1973 the White 
Stag of Canada group consummated 
an earlier agreement with Warnaco, 
by which its licensee operations for 
White Stag in Canada became a part 
of Warnaco’s main White Stag divi- 
sion in Portland, Oregon, and Don 
Parker joined Warnaco of Canada. 


A new business due to enter the 
overall Warnaco Group by mid-1974 
is Day’s men’s slacks and sportswear. 
A company tracing its lineage, like 
White Stag, to the manufacture of 
outdoor clothes in the Northwest, 
Day’s was founded in 1902 in Tacoma, 
Washington. In the years since then, 
the company has developed into a 
major marketer of slacks, under the 
Day’s label in the Western United 
States and the CanaDay label in 
Canada, as well as of ski pants under 
the Edelweiss label. Day’s was the 
first mass production pants manu- 
facturer to make knit slacks, although 
the company has capabilities for 
wovens also. 


A Postscript on Bridgeport 


Warnaco has lived some 98 years of 
its corporate life in Bridgeport, 
Connecticut. The Doctors Warner 
moved the business there two years 
after its start in a tailor shop in 
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Warnaco products are particularly identified 
with active lifestyles. Among sports clothes 
are White Stag men’s and women’s skiwear, 
the world’s largest line, plus the Stagwhites 
tennis line, also for men and women. 
Puritan’s tennis line is worn and promoted 
by Rod Laver, seen in competition here, 
while Hathaway’s Golf Classic sport shirt is 
worn and publicized by Jack Nicklaus, also 
competing in the picture here. Warmup suits 
serve many sports purposes and are made 


by both White Stag (above) and Hirsch-Weis. 


Speedo, conqueror of the Olympics, also 
makes swimsuits for less competitive situa- 
tions. 


aif, 


McGraw, New York. They settled on 
the Long Island Sound about the 
time P. T. Barnum was promoting 
industrialization and home building in 
Bridgeport, most likely encouraged 
by the great showman in his lesser 
known role as an advocate of serious 
social programs. 


Within a very few years, Warner’s was 
a major presence in the community, 
employing as many as 3,000 persons 
in up to 400,000 square feet of factory 
space. By the end of World War Il, 
however, problems in obtaining 
skilled sewing operators forced de- 
ployment of production to plants at 
far distant locations. Finally, all 
Warner’s manufacturing was moved 
elsewhere. The division’s head- 
quarters and those of Warnaco now 
stand at the old manufacturing site, 
still interested and involved citizens 
in acommunity that has its share of 
problems. 


In 1886, the Doctors Warner opened 
the Seaside Institute adjoining their 
Bridgeport plants ‘‘for the enjoyment 
and welfare of the 1,100 women in our 
employ... with no model and no 
experience of similar enterprise for 
our guidance.” 


Lifestyles and needs have changed, 
and the Seaside Institute is now a 
building of the University of Bridge- 
port. But the Warner interest in 
community and people is still strong. 
It is demonstrated today by the com- 
pany’s involvement in the many 
communities where it operates. In its 
“hometown” of Bridgeport, Warnaco 
is particularly active in the redevelop- 
ment of the South End, where a gift 
of land was made early in 1974 for 

a recreation and day care center not 
far from the old Seaside Institute, to 
serve the company’s neighbors and 
their children. j.j.m. 
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Ten-Year Results from Apparel Operations ($ Millions) 
Net Sales 


Income from Continuing Operations* 
Operating Income 


Operations 

The divisional listing on page 2 gives 
a fairly full picture of Warnaco’s 
components — the large divisions 

in volume categories and the smaller 
divisions, often serving special price 
or fashion segments. 


Seven divisions set sales and profit 
records in 1973, four of them for at 
least the third consecutive year. One 
of the seven, International, is in turn 
made up of a number of individual 
business units, and seven of these set 
new sales and profit records. 


Three of the four largest Warnaco 
divisions — Puritan, Hathaway and 
White Stag — broke their previous 
volume and profit records in 1973. 
The fourth, Warner’s, had its best year 
since the early 1960’s, when its 
Stretchbra™ was so successful and 
entirely different market conditions 
prevailed. Since then, lifestyle 
changes have drastically altered the 
markets for the division’s products, 
though basic demand has increased 
over the last several years. Warner’s 
has studied the new consumer prefer- 
ences, designed products to meet 
them, repeatedly increased its market 
share and moved into a new period 

of profitability and importance. 


Puritan’s advance stemmed largely 
from its continuingly increasing brand 
dominance in men’s sweaters and 
knit sport shirts. Also, Puritan has 
developed active sportswear lines in 
tennis, with Rod Laver on the label, 
and golf, with Gary Player. 


Hathaway’s success in a year that 
was difficult for a number of other 
brands traces to the continuing 
strong demand for better quality 
men’s dress shirts, the popularity of 
the Hathaway Golf Classic shirt, and 
a number of important manufacturing 
efficiencies. 


White Stag’s volume and profit 
records were the sixth in as many 
years. But profit expansion was 
affected by the second U.S. dollar 
devaluation early in 1973. This 
reduced much of the price advantage 
of White Stag’s overseas production 
and necessitated some manufactur- 
ing and shipping realignments. 


White Stag completed the division- 
alization of its three basic businesses 
within the overall division in 1973, 
including establishment of separate 
sales forces for each — Sportswear, 
Girls’ Sportswear/Allison’s Closet and 
Action Sports Apparel, White Stag’s 
ski and tennis wear unit. All three had 
volume increases. 


The International division had its 
fifth consecutive year of sales and 
profit records in 1973. Its two basic 
sub-divisions, Warnaco of Canada 
and Warner’s International, also set 
new records, in addition to the 
records mentioned earlier for operat- 
ing units within them. 


Other divisions setting sales and 
profit records were Rosanna, 
Hirsch-Weis and Thane. 


Rosanna’s profit increases reflect its 
sharply expanding market share in 
women’s sweaters. Plans are afoot to 
merchandise the brand’s leadership 
and fashion rightness in Europe, 
through marketing partners there, a 
twist for a company that started as an 
importer. 


Hirsch-Weis extended the string of 
sales and profit increases that it has 
achieved in each of the nine years 
that it has been a part of Warnaco. 
This record reflects the vigor of the 
camping equipment market plus, 
more recently, strength in Speedo 
swimwear and cover-ups and in the 
Hirsch-Weis water sports equipment 
line. 


Thane advanced in profitability to a 
highly satisfactory level in 1973, ona 
volume expansion of one-third, 
reflecting strength in its better-priced 
segments of men’s sweaters and knit 
shirts. 


High Tide had a new volume high, 
with one of its most successful lines 
ever, but profits were below the 
record levels of 1972 as a result of 
off-price sales in the wet, cold spring 


and early summer. The division’s rate 
of return on sales and investment 
continued high, and its market impor- 
tance was strengthened, both for its 
brand and in its sales to the chains. 


In the largely dormant better dress 
markets of the last several years, 
Jerry Silverman has been able to 
remain profitable, though at relatively 
low levels, and to hold volume. The 
division has been developing alter- 
nate profit plans, like its JS Ltd. line 
for fuller figures, but would return to 
high profitability more rapidly if 
dresses in general became more 
popular. 


Four continuing apparel operations 
— Hathaway Patch, Hathaway 
OtherWear, Cresco and Medford Mills 
— were not profitable in 1973. Patch 
and OtherWear, of course, are 
smaller, start-up businesses that 
would not be expected to achieve 
profit consistency this soon. Cresco’s 
lines and expansion into cloth outer- 
wear have been extremely successful 
and volume reached a new high, but 
manufacturing and other problems 
that are being corrected resulted in 

a loss of manageable dimensions. 


To correct the Medford situation, 

a new management with extensive 
experience in a similar operation 

for the corporation has been installed. 
Medford has the potential to develop 
a profitable business through its full 
range of design and manufacturing 
capabilities, providing products to its 
very successful Playmore brand, 
other Warnaco divisions and the 
chains. The successful start-up last 
year of a dyeing and finishing addi- 
tion to the Medford plant has substan- 
tially enhanced this capability. 


Marketing 

Marketing techniques more often 
associated with packaged goods are 
being adapted wherever possible by 
Warnaco divisions. Market tests and 
surveys are used to identify specific 
market segments, likely buying 
patterns and potential volume. ‘‘Sell 
through” promotions are utilized to 
assure brand demand in peak sales 
periods. 


Puritan has made particularly good 
use of ‘‘sell through,” with store- 
tagged television commercials in 
spring and fall buying seasons in 
some 40 major markets. 


Warner’s makes extensive use of 
market research in maintaining a mix- 
ture of popular repeat items and new 
products in its line. Such research 
enables Warner’s to segment its mar- 
kets by age, preferences and other 
characteristics, and to design for and 
sell to specific groups of customers. 

It also led to Warner’s development of 
the self-service “Money Maker’”’ 
hanger display, one of the most 
dramatic sales aids ever introduced 
in apparel merchandising. 


Hathaway, highly successful with its 
fashion-quality dominance in better- 
priced men’s shirts, has been study- 
ing its market exhaustively with the 
help of Warnaco Market Research. 
This process is enabling Hathaway to 
re-identify its customer and make new 
approaches to younger prospects 
whose impressions of Hathaway may 
not be as strong as those whose 
memories go back to the dramatic 
introduction of the eye patch man in 
the 1950’s. 


Corporate Services 

The corporation offers divisions many 
services that can help them develop 
their markets and profitability. 


One of the most important is joint 
electronic data processing, utilizing 
equipment and facilities that indi- 
vidual divisions would not be able to 
support or afford, and making pos- 
sible standard systems for numerous 
operational and control functions. All 
eastern divisions are utilizing the 
IBM 370/145 system at the corpora- 
tion’s new Eastern Regional Computer 
Center in Bridgeport through a com- 
munications network established in 
1973. A similar center for western 
divisions, in Portland, Oregon, is 
under development. 
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Another service facility is the Warnaco 
Technical Center which last year 
gave divisions assistance in projects 
ranging from quality control testing to 
development of bra cup molding 
equipment that gives Warner’s a 
strong competitive edge over rivals. 


A professional engineering staff 
assists in plant planning and indus- 
trial engineering, as well as with 
locating favorable sites and coordi- 
nating information exchanges among 
divisions. 


This expertise, plus cooperation 
among the divisions, recently has led 
to the development of four extremely 
efficient plants in a complex near the 
Mexican border at Juarez, Chihuahua. 
Warner’s was the first to open there, 
in late 1972. White Stag, Puritan and 
High Tide followed with openings 

in 1973. 


(New plants were also opened in 1973 
in Dour, Belgium, to provide extra 
capacity for the main European 
Warner’s plant at nearby Frameries; 
and at Sherbrooke, Quebec, to 
provide additional capacity for 
Croydon’s Montreal plant. White 
Stag’s large new plant and warehouse 
addition at Murfreesboro, Tennessee 
became fully operational in 1973, 
substantially expanding the division’s 
production capacity and facilitating 
“together” shipment of coordinates.) 


The divisions have been able to save 
on shipping costs and to expedite 
deliveries of raw goods and finished 
products through air freighting and 
trucking operations provided by the 
corporation. 


Another corporate service started in 
1973 was an Outlet Store for season- 
ended, over-run and similar goods. 


Located in Bridgeport near Warnaco’s 
corporate offices, the store also plays 
an important part in the company’s 
efforts to revitalize the city’s South 
End. 


The largest meeting of its kind ever 
conducted by the corporation was 
held in mid-1973, on a “One 
Company” theme, to develop and 
expand cooperation and information 
exchanges among divisions and to 
familiarize key managers with the 
range and scope of facilities available 
to them within Warnaco. 


Energy Conservation 

Warnaco and all of its units are 
cooperating fully in all energy con- 
servation programs. Goals for cuts in 
fuel and electricity consumption are 
being met, employees are car-pooling 
in many cases, and operations are so 
far experiencing no serious disloca- 
tion as a direct result of the energy 
Crisis. 


Since the company’s operations are 
not energy intensive and provide a 
proportionately high number of jobs, 
it is expected that fuel and electricity 
allocations sufficient to sustain opera- 
tions at a normal pace will continue 

to be forthcoming. 


It is also anticipated that allocations 
of crude oil to the petrochemical 
industry will be sufficient for con- 
tinued production of the synthetic 
fibers so vital to apparel companies 
and other large employers. Since only 
two per cent of all crude is needed to 
produce petrochemicals, and only 
half of this for synthetic fibers, any 
reasonable allocation system should 
prevent problems in this sector. 


Financial 

Working capital was expanded suffi- 
ciently through the $20 million sub- 
ordinated debt financing in 1973 and 
early 1974 to assure reasonable 
operational expansion into the near 
future. However, as discussed earlier, 
the emphasis on the company’s 
“living within its cash flow” is very 
strong. 


Ten-Year Comparisons Warnaco has paid dividends continu- 
Income Per Share (Dollars—Fully Diluted) ously since 1939 and raised its payout 

Continuing Operations * : : rate by one third early in 1973. In 

Operating Income ase making dividend decisions, the Board 
of Directors is very conscious of 
shareowners’ desires for current 
income, and will be responsive to 
these, but also must keep in mind the 
long-term reinvestment needs of the 
company. 


Warnaco’s reporting to shareowners 
is intended to provide as full informa- 
tion as is possible and to err, if any- ~ 
thing, on the side of presenting too 
much information. Management 
pursues a policy of meeting with 
investment people, providing full 
information to anyone interested in 
the company and encouraging proper 
and responsible interest in Warnaco’s 
stock as an investment. 


The company was pleased to have its 
1972 annual report designated best in 
the apparel industry in the annual 
judgings sponsored by Financial 
World Magazine. The current report 
presents even more information than 
has been previously available. This 
includes the sales by divisions on 
page 2 and charts in this section 
graphically tracking the opposite 
directions so often taken by the stock 
120 market in general and basic indica- 
tors of corporate progress. 


Standard & Poor’s 500 Stock Index 
Standard & Poor’s Apparel Stock Index "2 


These charts also give a full picture 
of Warnaco’s earnings, as restated 
under Accounting Principles Board 
Opinion No. 30, which treats as 
operating earnings items previously 
considered extraordinary, or non- 
recurring. 


It is an interesting comment on the 
stock market that, with sales and 
earnings at all-time highs, Warnaco’s 
stock sold at year-end 1973 at a price 
equal to only 3.6 times its fully diluted 
operating profits per share. The divi- 
dend yield at this price was 9 per cent 
— probably an all-time high also. 


Warnaco Common Stock on NYSE (1) 


Yield(2) 3.2% 2.6% 5.2% 48% 21% 44% 50% 31% 3.1% 9.0% 


64 65 66 67 68 69 70 71 72 73 


(1) Adjusted for 3 for 2 stock split in May 1969. 
(2) Based on year-end price and previous 12 months dividends. 
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Financial Highlights” 
Warnaco Inc. 
(Dollars in thousands except per share data) 1973 1972 1971 1970 1969 


el 


From apparel operations: 


Net sales $285,509 $245,956 $210,751 $198,341 $210,537 
Operating income before taxes 16,199 11,486 8,340 (644) 12,072 
Operating income 10,421 8,076 6,069 816 7,247 
Income from discontinued non-apparel 
operations, net of taxes®) 8 840 834 294 1,032 
Net income 10,429 8,916 6,903 1,110 8,279 


Income per common share and 
common equivalent share®):- 


Income from operations: 


Apparel operations $2.63 $2.00 $1.50 $ .20 $1.83 
Net $2.63 $2.21 $1.70 oer $2.09 
Assuming full dilution: 
Apparel operations $2.48 $1.90 $1.48 $ .20 $1.83 
Net $2.48 $2.09 $1.68 S227, $2.09 
Dividends per common share $ .80 $ .60 $ .60 $ .82'/2 $ .90 
Current assets $154,824 $132,929 $123,497 $115,140 $106,839 
Current liabilities 58,154 47,122 39,706 47,518 36,142 
Working capital 96,670 85,807 83,791 67,622 70,697 
Property, plant and equipment 28,361 28,811 29,012 31,184 31,547 
Long-term debt 5if20 45,504 44,556 36,680 33,492 
Common stockholders’ equity 76,344 69,879 62,645 59,277 61,852 


(1) The details of income and expense for the years 1969-1972 have been reclassified to report 
the discontinued operations and related disposal losses in the manner required to be applied to 
1973 and subsequent years by Accounting Principles Board Opinion No. 30. 

(2) See Note 5 of Notes to Consolidated Financial Statements. 

(3) See Note 8 of Notes to Consolidated Financial Statements. 
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Report of 
Independent Accountants To the Board of Directors and Stockholders of Warnaco Inc. 


In our Opinion, the accompanying consolidated balance sheet and the 
related consolidated statements of income, retained income and changes in 
financial position present fairly the consolidated financial position of 
Warnaco Inc. and its subsidiaries at December 29, 1973 and December 30, 
1972, the results of their operations and the changes in financial position 

for the years then ended, in conformity with generally accepted accounting 
principles applied on a consistent basis after giving retroactive effect 

to the change, with which we concur, inthe method of valuing the inventory 
of one division as described in Note1. Our examinations of these statements 
were made in accordance with generally accepted auditing standards 

and accordingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. 


Stamford, Connecticut 
February 22, 1974 
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Statements of Consolidated Income and Retained Income 
Warnaco Inc. 


December 29, 


December 30, 


Year (52 weeks) Ended 1973 1972 
Income From apparel operations:- 
Net sales $285,509,000 $245 ,956,000 
Costs and expenses: 
Cost of goods sold 200,442,000 174,617,000 
Selling, administrative and 
general expenses 60,729,000 54,795,000 
Interest expense, net 6,164,000 4,259,000 
Employees’ retirement plans (Note 6) 1,524,000 1,332,000 
Royalty income (1,024,000) (918,000) 
Estimated loss on disposition of 
certain apparel operations (Note 4) 1,402,000 373,000 
269,237,000 234,458,000 
Operating income before income taxes 
and minority interest 16,272,000 11,498,000 
Provision for income taxes (Note 7) 5,778,000 3,410,000 
Operating income before minority interest 10,494,000 8,088,000 
Minority interest in earnings of 
subsidiaries 73,000 12,000 
Operating income 10,421,000 8,076,000 
Discontinued non-apparel operations (Note 5): 
(Loss) gain from operations (711,000) 840,000 
Net gain on disposal 719,000 — 
8,000 840,000 
Net Income for Year $ 10,429,000 $ 8,916,000 
Income per common share and common 
equivalent share (Note 8):- 
Income from operations: 
Apparel operations $ 2.63 $ 2.00 
Discontinued non-apparel operations — 21 
Net $ 2.63 $ 2.21 
Assuming full dilution: 
Apparel operations $ 2.48 $ 1.90 
Discontinued non-apparel operations _- 19 
Net $ 2.48 $ 2.09 
Retained Income At beginning of year $ 61,636,000  $ 55,306,000 
Net income for year 10,429,000 8,916,000 
72,065,000 64,222,000 
Cash dividends declared:- 
Preferred: 
$3 noncumulative 6,000 6,000 
$1.50 cumulative convertible 303,000 320,000 
309,000 326,000 
Common 2,992,000 2,260,000 
Excess of purchase price of stock 
retired over stated value and paid in 
capital applicable thereto 271,000 — 
At end of year (Note 11) $ 68,493,000 $ 61,636,000 
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Consolidated Balance Sheet 
Warnaco Inc. 


December 29, December 30, 
1973 1972 
Assets Current Assets: 
Cash (Note 9) $ 6,256,000 $ 8,627,000 
Time deposits 3,746,000 750,000 
Accounts receivable, less allowance for 
doubtful accounts of $1,142,000—1973 
and $985,000—1972 55,461,000 53,588,000 
Tax refunds receivable 402,000 427,000 
Inventories, at the lower of cost or 
market (Note 10) 72,571,000 62,425,000 
Prepaid expenses 6,395,000 3,669,000 
Net assets of divisions to be sold (Note 5) 9,993,000 3,443,000 
Total current assets 154,824,000 132,929,000 
Property, Plant and Equipment, at cost: 
Land and land improvements 1,719,000 1,628,000 
Buildings and building improvements 23,946,000 24,593,000 
Machinery and equipment 27,165,000 27,719,000 
52,830,000 53,940,000 
Less — Accumulated depreciation 24,469,000 25,129,000 
28,361,000 28,811,000 
Other Assets: 
Investment in federally insured 
mortgages 6,026,000 3,950,000 
Other investments and noncurrent 
receivables 2,778,000 4,073,000 
Deferred charges 1,670,000 1,462,000 
Excess of investment over net assets 
acquired, less accumulated 
amortization of $750,000—1973 and 
$615,000—1972 5,193,000 2,197,000 
15,667,000 11,682,000 
$198,852,000 $173,422,000 
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December 29, 


December 30, 


1973 1972 
Liabilities and Stockholders’ Equity Current Liabilities: 
Notes payable $ 18,441,000 $ 13,514,000 
Current portion of long-term debt 2,594,000 1,991,000 
Accounts payable 18,434,000 17,328,000 
Employees’ retirement plans (Note 6) 1,254,000 1,137,000 
Dividends payable 859,000 653,000 
Accrued liabilities 11,823,000 9,626,000 
Federal and other income taxes 4,749,000 2,873,000 
Total current liabilities 58,154,000 47,122,000 
Long-Term Debt (Note 11) 51,720,000 45,504,000 
Deferred Incentive Compensation 1,545,000 2,051,000 
Deferred Gain on Translation of 
Foreign Currencies (Note 2) 232,000 240,000 
Minority Interest (Note 12) 2,855,000 84,000 
Stockholders’ Equity (Notes 11 and 12):- 
Capital stock without par value:- 
Preferred stock: 
$3 noncumulative, stated at $100 per share 
Shares authorized and issued — 2,065 206,000 206,000 
$1.50 cumulative convertible sinking 
fund, stated at $3.75 per share 
Shares authorized — 205,408 
Shares issued — 205,403 — 1973; 
215,397 — 1972 770,000 808,000 
Aggregate liquidation value — 
$8,216,000 — 1973; 
8,616,000 — 1972 
Subordinated 
Shares authorized — 1,000,000 
Shares issued — none 
Common stock, stated at $3.75 per share 
Shares authorized — 7,500,000 
Shares issued — 3,856,431 — 
1973; 3,807,924 — 1972 14,462,000 14,280,000 
Capital in excess of stated value 2,674,000 2,221,000 
Retained income 68,493,000 61,636,000 
Less — Treasury stock at cost: 
Common shares 112,274 — 1973; 
19,674 — 1972 1,927,000 486,000 
$1.50 Preferred shares 10,500 — | 
1973; 7,011 — 1972 332,000 244,000 
84,346,000 78,421,000 
Commitments (Note 13) —- — 
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Statement of Changes in Consolidated Financial Position 
Warnaco Inc. 


December 29, 


December 30, 


Year (52 weeks) Ended 1973 1972 
Source of Funds 
From apparel operations:- 
Operating income $10,421,000 $ 8,076,000 
Add (deduct) income charges (credits) not affecting 
working capital in the year: 
Depreciation and amortization 3,177,000 2,909,000 
Deferred incentive compensation 143,000 166,000 
Equity in undistributed earnings of affiliated companies (431,000) (4,000) 
Writeoff of investment in an affiliated company 960,000 = 
Working capital provided by apparel operations for the year 14,270,000 11,147,000 
Increase in long-term debt through borrowings 9,181,000 2,035,000 
Increase in long-term debt resulting from acquisitions 391,000 1,798,000 
Repayment of loan by affiliate 900,000 = 
Sale of property 247,000 527,000 
Sale of stock by subsidiary to the public 3,300,000 a 
Stock options exercised 94,000 559,000 
28,383,000 16,066,000 
From discontinued non-apparel operations:- 
Net (loss) income (711,000) 840,000 
Net gain on disposal of segments of operations 719,000 ae 
Add income charges not affecting working capital in the year: 
Depreciation and amortization 500,000 842,000 
Deferred incentive compensation —- 115,000 
Working capital provided by discontinued operations 
for the year 508,000 1,797,000 
Property to be sold 3,879,000 2,267,000 
4,387,000 4,064,000 
32,770,000 20,130,000 
Disposition of Funds 
Reduction in long-term debt 3,333,000 2,885,000 
Additions to property, plant and equipment 6,386,000 5,858,000 
Additions to property, plant and equipment resulting from acquisitions 831,000 378,000 
Investment in federally insured mortgages 2,076,000 2,826,000 
Dividends 3,301,000 2,586,000 
Investment in excess of net assets of acquired companies 3,132,000 1,166,000 
Loans to affiliates — 1,040,000 
Investment in stock of unconsolidated companies 215,000 891,000 
Purchase of treasury stock 1,529,000 34,000 
Acquisition and retirement of Warnaco stock 354,000 172,000 
Reduction in deferred incentive compensation 649,000 60,000 
Miscellaneous 101,000 218,000 
21,907,000 18,114,000 
Increase in working capital $10,863,000 $ 2,016,000 
Analysis of working capital change:- 
Increase (decrease) in current assets: 
Cash and time deposits $ 625,000 $ (2,096,000) 
Accounts receivable 1,873,000 4,431,000 
Tax refunds receivable (25,000) (386,000) 
Investment in federally insured mortgages — (2,275,000) 
Inventories 10,146,000 5,413,000 
Prepaid expenses 2,726,000 902,000 
Net assets of divisions to be sold 6,550,000 3,443,000 
21,895,000 9,432,000 
Increase (decrease) in current liabilities: 
Notes payable 4,927,000 9,188,000 
Current portion of long-term debt 603,000 (5,079,000) 
Accounts payable and accrued liabilities 3,303,000 1,346,000 
Employees’ retirement plans 117,000 107,000 
Dividends payable 206,000 10,000 
Federal and other taxes 1,876,000 1,844,000 
11,032,000 __7,416,000 
Increase in working capital $10,863,000 $ 2,016,000 
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Notes to Consolidated Financial Statements 


Warnaco Inc. 


Note 1 — Summary of 
Accounting Policies: 


Note 2 — Foreign Operations: 


Basis of Consolidation — The accompanying consolidated financial state- 
ments comprise the accounts of the parent company and all subsidiary 
companies. 


Investments in certain domestic and foreign companies representing be- 
tween 20 per cent and 50 per cent ownership are being accounted for by use 
of equity accounting. 


Translation of Foreign Currencies — Current assets and current liabilities are 
translated at the rate of exchange in effect at the close of the period. Non- 
current assets are translated at the rates in effect at the dates these assets 
were acquired, and long-term liabilities are translated at historical rates. 


Net unrealized gains from foreign currency translation are credited to 
Deferred Gain on Translation of Foreign Currencies. 


Revenue and expense accounts are translated at the average month end 
exchange rates except for depreciation and amortization which are trans- 
lated at the rates of exchange which were in effect when the respective 
assets were acquired. 


Inventories — Generally, inventories are stated at standard costs which 
approximate current actual costs. In 1973 one division changed to this 
method from the last-in first-out method it previously followed. See Note 10 
for the effect of this change which was made to conform with the inventory 
costing method used in other apparel divisions. In accordance with Account- 
ing Principles Board Opinion No. 20 the accompanying financial statements 
have been restated to apply the new method retroactively. 


Depreciation and Amortization — Provision is made for depreciation of the 
cost of property, plant and equipment computed over the estimated useful 
lives of the assets using the straight-line method for assets acquired prior to 
1954, and generally using a declining balance method for assets acquired 
thereafter. The excess of investment over net assets of companies acquired, 
including those accounted for by use of equity accounting, is being amor- 
tized over not more than 40 years. 


Income Taxes — The provision for income taxes recognizes the effect of 
income not subject to United States income tax. The Job Development tax 
credit is accounted for on the flow through method. United States income 
taxes are not provided on undistributed earnings of subsidiaries located out- 
side the United States because a substantial portion of such undistributed 
earnings is expected to be permanently invested abroad, and United States 
income taxes on the portions of such earnings expected to be remitted, in 
excess of taxes provided by the subsidiaries, would be immaterial in amount. 


Employees’ Retirement Plans — The company has established noncontribu- 
tory pension and profit sharing retirement plans for the benefit of qualifying 
employees. Contributions are deposited with trustees who administer the 
assets of the plans. For 1973 the company accrued and funded current and 
past service costs, which are being amortized over 20 years. For 1972 the 
company accrued and funded current service costs and interest on unfunded 
past service liability. This change had an immaterial adverse effect on net 
income in 1973. 


Research and Development — Market research and product development 
costs are charged to operations when incurred. 


Net income of foreign subsidiaries, after amortization of the excess of invest- 
ment over net assets acquired, was $2,286,000 and $1,372,000 for the fiscal 
years 1973 and 1972, respectively. The net assets of these subsidiaries were 
$10,544,000 and $6,046,000 at December 29, 1973 and December 30, 1972, 
respectively. The effect in 1973 and 1972 of foreign currency translations was 
immaterial and is included in Deferred Gain on Translation of Foreign 
Currencies in the accompanying consolidated balance sheet. 


Translation of long-term receivables and payables at current rates would 
have an immaterial effect. 
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Note 3 — Acquisitions: 


Note 4 — Estimated Loss on Disposal 
of Certain Apparel Operations: 


Note 5 — Discontinued 
Non-Apparel Operations: 


Early in 1973 Warnaco purchased for cash all of the capital stock of Botnick 
Industries Ltd. and Harold Botnick Inc. of Montreal for $2,500,000 subject to 
reduction under certain circumstances, and the results of their operations 
for the year 1973 have been included in the accompanying statement of 
consolidated income. In September of 1973 Warnaco purchased for cash the 
capital stock of White Stag of Canada and Don Parker Mfg. Ltd. of Edmonton, 
Alberta, Canada for $1,524,000, and the results of their operations for the 
period since acquisition have been included in the accompanying statement 
of consolidated income. If these companies had been acquired at the begin- 
ning of Warnaco’s 1972 fiscal year the consolidated net sales, net income 
and net income per common share and common equivalent share would 
have been approximately as follows: 


Net Income per Share 


Net Sales Net Income Primary Fully Diluted 
Year 1973 $295,160,000 $10,669,000 $2.69 $2.54 
Year 1972 261,350,000 8,897,000 2.20 2.09 


In addition, as of September 21, 1973 Warnaco signed an agreement with 
Day’s, Inc. of Tacoma, Washington and with certain shareholders of Cana- 
Day’s Apparel Ltd. of Moose Jaw, Saskatchewan, Canada by which Warnaco 
would acquire these companies through an exchange of up to 355,597 shares 
of Series A $1.10 cumulative convertible subordinated preferred stock and 
up to 31,700 shares of common stock for all of the outstanding stock of 

Day’s and CanaDay’s, subject to approval by shareholders of Day’s, Inc. and 
certain other conditions. For the fiscal years ended February 3, 1974 and 
January 28, 1973 these companies had sales of $25,417,000 and $22,957,000, 
and net income of $613,000 and $48,000 respectively. 


This item represents in 1973 the writeoff of an investment in a minority-held 
foreign manufacturer of apparel in the amount of $1,302,000 (before tax 
benefit of $391,000) and the estimated loss of $100,000 (before tax benefit of 
$50,000) on assets to be sold in 1974 of a hosiery operation. In 1972 the 
amount of $373,000 (before tax benefit of $186,000) represents the liquida- 
tion loss of the company’s Lingerie Division which was previously reported 
for 1972 as discontinued operations. These amounts are reported in accor- 
dance with Accounting Principles Board Opinion No. 30. 


The loss from operations of discontinued segments of the business as 
defined in Opinion No. 30 is as follows: 


1973 1972 

Retail Retail Packaging Total 
Sales $41,504,000 $40,881,000 $11,314,000 $52,195,000 
Income (loss) before tax effect (1,440,000) 212,000 1,441,000 1,653,000 
Net income (711,000) 103,000 737,000 840,000 


The net gain on disposal of segments of the business represents a gain of 
$2,019,000 (after tax effect of $1,726,000) on the sale of the Packaging Divi- 
sion for $7,122,000 and the estimated loss on the disposal of the retail opera- 
tion of $1,300,000 (after tax effect of $1,300,000). At December 29, 1973, the 
net assets of the divisions to be sold consisted primarily of accounts receiv- 
able, inventories and fixed assets. 


Note 6 — Employees’ 
Retirement Plans: 
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The amount necessary to provide fully for the unfunded portion of past ser- 
vice costs was estimated to be $8,083,000 at December 29, 1973 ($4,051,000 
at December 30, 1972). The increase is the net result of the establishment 

of a new plan for the employees of one division and a change in the method 
of determining the past service liability, less the amount applicable to the 
plan of a division sold in 1973. The change in method of determining the 
past service liability did not have a material effect on the contribution for the 
year. The actuarially computed value of vested benefits under one of the 
plans exceeded the assets of that plan by approximately $1,214,000 at 
December 29, 1973. The assets of the remainder of the Warnaco retirement 
plan exceeded the actuarially computed value of vested benefits by approxi- 
mately $3,973,000 at December 29, 1973. 


Note 7 — Income Taxes: 


Note 8 — Income per 
Common Share and 
Common Equivalent Share: 


Note 9 — Compensating Balances: 


Note 10 — Inventories: 


The provision for income taxes on apparel operations is comprised of: 


1973 1972 

Federal and state: 
Currently payable $ 3,311,000 $ 1,941,000 
Prepaid (23,000) (11,000) 
Foreign 2,490,000 1,480,000 
$ 5,778,000 $ 3,410,000 


Prepaid taxes arise because the company charges certain costs and 
expenses against book income in periods prior to those in which they be- 
come deductible for tax purposes. 

The cumulative amount of undistributed earnings of foreign subsidiaries at 
December 29, 1973 on which the company has not provided United States 
income taxes which may become due if such earnings were remitted to the 
company is approximately $5,082,000. The amount of such taxes in excess 

of taxes provided by the subsidiaries would be immaterial in amount. 


The Job Development tax credit was $142,000 for 1973 ($119,000 — 1972). 


The computation of average common shares and common equivalent shares 
(3,966,100 — 1973 and 4,038,993 — 1972) recognizes common shares which 
would be issuable upon conversion of the $1.50 preferred stock, and upon 
exercise of stock options. The fully diluted net income per share calcula- 
tions for 1973 and 1972 further recognize the common shares which would 
be issuable upon the conversion of the convertible debt issued during 1971 
and the related reduction of interest expense, net of income tax effect, 
assuming that conversion took place at the beginning of 1972. 


Under informal arrangements with the lending banks, the company main- 
tains on deposit with the banks average compensating balances of 10 per 
cent of the total line of credit and 10 per cent of the outstanding loan 
balances with these banks. It is the company’s understanding that these 
balances are to be maintained on an average basis over a period of time 

and that so long as this is done compliance with the formula at all points in 
time is not required. In the opinion of management the company has been 

in substantial compliance with these informal arrangements on an average 
basis during 1973 and 1972. 

At December 29, 1973 approximately $3,500,000 of the cash balance shown 
in the consolidated balance sheet represented compensating balances after 
adjusting for the estimate of average uncollected funds. 


Inventories are comprised as follows: 


December 29, December 30, 

1973 1972 
Finished goods $36,804,000 $33,552,000 
Work in process 13,213,000 11,316,000 
Raw materials 22,554,000 17,557,000 
$72,571,000 $62,425,000 


The effect of the retroactive change in 1973 from the LIFO to the standard 
cost method of accounting for inventory of one division is: 


Increase 
1973 1972 
At the end of the year: 
Inventory $ 1,229,000 $ 1,081,000 
Deferred income taxes 542,000 569,000 
Retained income 582,000 512,000 
For the year: 
Net income 70,000 58,000 
Earnings per common share: 
Assuming no dilution $.02 $.01 


Assuming full dilution $.02 $.01 
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Note 11 — Long-term Debt: 


Note 12 — Capital Stock and 
Capital in Excess of Stated Value: 
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Long-term debt (excluding installments maturing in less than a year), sub- 
stantially all of which is owed to domestic lenders, consists of the following: 


December 29, 


December 30, 


1973 1972 

5.5% notes payable, due 1974-1986 $13,525,000 $14,650,000 
8.25% notes payable, due 1974-1989 ‘8,800,000 9,200,000 
9.375% notes payable, due 1977-1990 8,500,000 — 
9.25% notes payable, due 1974-1988 7,000,000 7,500,000 
7% convertible notes payable, due 1982-1991 7,500,000 7,500,000 
6.5% mortgage payable, due 1974-1992 1,761,000 1,842,000 
2%-6.3% capitalized lease obligations due 1974-1986 3,216,000 3,399,000 
Other (interest 5.75%-12%) due 1974-1988 1,418,000 1,413,000 

$51,720,000 $45,504,000 


In January 1974 an additional $11,500,000 was borrowed under the note 
agreement covering the 9.375 per cent notes payable, due 1977-1990 and 
applied to the reduction of short-term debt. 

Approximate maturities of long-term debt are as follows: $2,502,000 — 1975; 
$2,693,000 — 1976; $4,003,000 — 1977; $4,013,000 — 1978. 

The company has a revolving credit agreement in the amount of $22,000,000 
of which $1,650,000 was included in notes payable at December 29, 1973. 
Borrowing under such agreement is at '/4 of 1 per cent above the prime rate, 
plus a commitment fee of '/2 of 1 per cent on the unused available credit. 
This agreement expires in June 1975. 


The agreements relating to the 5.5 per cent, 8.25 per cent, 9.375 per cent, 
9.25 per cent and 7 per cent notes and the revolving credit agreement con- 
tain various restrictions, certain of which relate to the maintenance of speci- 
fied consolidated working capital and the availability of retained income for 
the payment of cash dividends and purchase, redemption or retirement of 
the company’s capital stock. Under the most restrictive of these, the com- 
pany must maintain consolidated working capital of $75,000,000, and at 
December 29, 1973, $10,316,000 (to be increased by 50 per cent of future 
consolidated net income) of retained income is not restricted with regard to 
payment of cash dividends, and the purchase, redemption or retirement of 
its capital stock. 


Capital Shares Issued 


$1.50 Capital in 
$3 Non- Cumulative Excess of 
cumulative Convertible Common Stated Value 
January 1, 1972 2,065 229,186 3,711,119 $2,154,000 
Conversions (8,200) 12,322 (15,000) 
Shares issued upon exercise 
of stock options 40,887 406,000 
Shares issued based on performance 
of a company merged in 1968 and 
market price of Warnaco stock 43,596 (164,000) 
Acquisition and retirement of stock (5,589) (152,000) 
Other (8,000) 
December 30, 1972 2,065 215,397 3,807,924 2,221,000 
Conversions (5) 7 
Shares issued upon exercise 
of stock options 8,500 62,000 
Shares issued based on market 
price of Warnaco stock 40,000 (150,000) 
Acquisition and retirement of stock (9,989) (45,000) 
Sale of stock by Warnaco of Canada 576,000 
Other 10,000 
December 29, 1973 2,065 205,403 3,856,431 $2,674,000 


Note 13 — Rents and Commitments: 


Each share of $1.50 cumulative convertible sinking fund preferred stock is 
currently convertible at any time into 1.53 shares of common stock per 
resolution of the Board of Directors in December of 1973. Prior to this time it 
was convertible into 1.51 shares of common stock. It is redeemable at $40 

per share after prior payment of the stated value of the $3 noncumulative 
preferred stock. The $1.50 cumulative convertible preferred stock is subject 

to a sinking fund sufficient to redeem 12,189 shares annually. 

The terms, limitations, rights and preferences of the subordinated preferred 
stock (1,000,000 shares authorized, none issued) are to be set by the Board of 
Directors, except that it shall be subordinated as to dividends and distributions 
of assets to the $3 preferred stock and the $1.50 convertible preferred stock. 
In connection with the proposed acquisition of Day’s, Inc. and CanaDay’s 
Apparel Ltd. the Board of Directors established Series A of the subordinated 
preferred stock to consist of 355,597 shares without par value entitled to 
cumulative dividends at the rate of $1.10 per year. Each share is to be con- 
vertible into one share of common stock and is entitled to $25 in liquidation. 
It is redeemable at Warnaco’s option after June 30, 1979, at $25 per share. 

No shares had been issued at December 29, 1973. 


Shares of unissued common stock were reserved for: pecombar 2c Decemberiss, 


1973 1972 

Qualified and non-qualified stock options granted (27,375 shares 

in 1973, 16,500 shares in 1972) at prices from $8.88 to $31.96 146,980 167,542 
Conversion of $1.50 cumulative convertible sinking fund 

preferred stock 298,201 314,662 
Possible issuance in connection with the deferred incentive 

compensation plan 75,000 50,000 
Options which may be granted in the future under the 

company’s stock option plans 168,291 158,591 
Possible conversion of $7,500,000 of convertible debt at 

$21.75 per share 344,828 344,828 
Issuance in acquisition of Day’s and CanaDay’s 31,700 — 
Conversion of Series A $1.10 cumulative convertible 

subordinated preferred stock to be issued 355;597 — 

1,420,597 1,035,623 


During 1973 a Canadian subsidiary sold 300,000 shares (30 per cent) of its com- 
mon stock to the public for net proceeds of $3,300,000. The excess of the pro- 
ceeds over the company’s equity was added to capital in excess of stated value. 


Rental expense (reduced by sub-lease rentals of $144,000 — 1973; $144,000 
— 1972) included in costs and expenses of apparel operations was 
$2,634,000 for 1973 and $2,754,000 for 1972. 

Minimum annual rental commitments (exclusive of taxes, maintenance, etc.) 
under all noncancelable leases applicable to apparel operations were: 


Real Estate Equipment 
Rental Sub-Lease Rental 
Expense Rentals Expense 
1974 $2,365,000 $148,000 $223,000 
1975 2,200,000 142,000 175,000 
1976 1,806,000 118,000 46,000 
1977 1,536,000 118,000 28,000 
1978 1,375,000 117,000 9,000 
1979-1983 4,686,000 580,000 — 
1984-1988 952,000 76,000 ——— 


1989-1992 325,000 ———— ae 


Results of discontinued operations included rental expense, based in part on 
sales volume, of $1,694,000 in 1973 and $1,808,000 in 1972. Minimum rental 
commitments (exclusive of taxes, maintenance, etc.) for 1974 under these 
leases are $1,493,000. 

The company had no significant amount of financing leases as defined by 
the Securities and Exchange Commission which are not capitalized in the 
accompanying financial statements. 
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Divisions, Presidents and 
Locations 


Hathaway 


Leonard G. Saulter, President 
Main Offices: Waterville, Maine and New York, 
New York 


Plants: Waterville, Dover-Foxcroft and Calais, 
Maine; Lowell, Massachusetts and Ciales, 
Puerto Rico 


Warehouses: Waterville, Maine and 
Lowell, Massachusetts 


Hathaway OtherWear 


Jeffrey E. Posner, President 
Main Office: New York, New York 


Warnaco Men’s Sportswear 


Donald C. Harshman, President 

Main Office: Altoona, Pennsylvania 

Plants: Berlin, New Jersey; Pinetops, North 
Carolina; Ashland, Ohio; Altoona and Hamburg, 
Pennsylvania; Cleveland, Tennessee; Aguas 
Buenas and Cidra, Puerto Rico and Juarez, 
Chihuahua, Mexico 


Warehouses: Los Angeles, California; Ashland, 
Ohio and Altoona and Duncansville, 
Pennsylvania 


Puritan Sportswear 


Lloyd S. Schaper, President 
Main Offices: New York, New York and 
Altoona, Pennsylvania 


Cresco 


Lawrence S. Bloom, Chairman 
Main Offices: New York, New York and 
Altoona, Pennsylvania 


Thane 
Lawrence S. Bloom, Chairman 


Edwin Buchner, President 
Main Offices: New York, New York and 
Altoona, Pennsylvania 


Trademarks 

Allison’s Closet,Aquaknit, Liz Carlson, 
Cresco, Croydon, Gus Mayer, Hathaway, 
Hathaway Golf Classic, Hathaway Otherwear 
and Patch, High Tide, Hirsch-Weis, Jeremy, 
Jerry Silverman, JS Ltd., Medford, Money 
Maker, Playmore, Puritan, Rosanna, Speedo, 
Stagwhites, SW 1, SW 2, Thane, Warnaco, 
Warner’s and White Stag are trademarks of 
Warnaco Inc., its subsidiaries or affiliates. 
Day’s, CanaDay’s and Edelweiss are trade- 
marks of Day’s, Inc., its subsidiaries or 
affiliates. 
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White Stag 


John Detjens, III, President 
Main Offices: Portland, Oregon and New York, 
New York 


Plants: San Francisco, California; Sylvania, 
Georgia; Checotah, Oklahoma; Portland, 
Oregon; Murfreesboro, Tennessee; Fajardo, 
Puerto Rico; Edmonton, Alberta, Canada and 
Juarez, Chihuahua, Mexico 


Warehouses: Portland, Oregon; Murfreesboro, 
Tennessee and Edmonton, Alberta, Canada 
Sportswear 
Harold Dolgenow, President 


Girls’ Sportswear/Allison’s Closet 
James Hamill, President 


Action Sports Apparel 
Donald E. Kennedy, President 


Rosanna 


William J. O’Brien, President 
Main Office: New York, New York 


Warehouse: Woodbury, New Jersey 


High Tide 
Elmer E. Condo, President 
Main Office: Los Angeles, California 


Plants: Los Angeles, California and Juarez, 
Chihuahua, Mexico 


Warehouse: Los Angeles, California 


Jerry Silverman 


Jerome Silverman, President 
Main Office: New York, New York 


Warehouse: New York, New York 


Medford-Playmore 


James J. Byrne, President 
Main Offices: Medford, New Jersey and 
New York, New York 


Plants: Medford, New Jersey and Lebanon, 
Pennsylvania 


Warehouse: Medford, New Jersey 


Hathaway Patch 


P. Carey Klippsten, President 
Main Office: New York, New York 


Liz Carlson 


David Thurm, President 
Main Office: San Francisco, 
California 


Warner Slimwear 

Philip J. Lamoureux, Jr., President 
Main Offices: Bridgeport, Connecticut and 
New York, New York 


Plants: Dothan, Alabama; Thomasville, Georgia; 
Barbourville, Kentucky; Arecibo, Guaynabo 
and Vieques Island, Puerto Rico; La Romana, 
Dominican Republic and Juarez, Chihuahua, 
Mexico 


Warehouses: Stratford, Connecticut and 
Thomasville, Georgia 


Hirsch-Weis 


Fred Markewitz, President 
Main Offices: Portland, Oregon and Marina 
del Rey, California 


Plants: Portland, Oregon and Marina del Rey, 
California 


Warehouses: Portland, Oregon and Marina del 
Rey, California 


Warnaco of Canada 


James C. Walker, President 
Main Offices: Ottawa and Prescott, Ontario; 
Montreal (2), Quebec and Edmonton, Alberta 


Plants: Edmonton, Alberta; Ottawa and 
Prescott, Ontario and Montreal (2) and 
Sherbrooke, Quebec 


Warehouses: Edmonton, Alberta; Ottawa 
and Prescott, Ontario; Montreal (2), Quebec 


Warner’s International 

Roy N. Swanson, Managing Director, 
Europe 

Main Offices: Brussels and Frameries, Belgium; 
London, England; Paris, France and Dusseldorf, 
West Germany 

Plants: Dour and Frameries, Belgium; 
Nottingham and Scunthorpe, England; Toluca, 
Mexico and Dromore, Northern Ireland 
Warehouses: Frameries, Belgium and 
Nottingham, England 


Design: Gardner and Hough Associates, Inc. 
Editor: John J. Maloney 


Shareowner Inquiries 

Instructions or inquiries about transfers, 
dividends, changes of title or address, or 
lost certificates should be directed to the 
Transfer Agent, attention Warnaco transfers. 
In the event of delay or problems, the com- 
pany would appreciate being notified. The 
simplest way to do this is to forward a copy 
of correspondence to Shareowner Relations, 
Warnaco Inc., 350 Lafayette Street, Bridge- 
port, Connecticut 06602. Phone inquiries 
may be directed to (203) 333-1151, Exten- 
sions 523 or 252. 


Reports 

Annual and quarterly reports are mailed 
directly to all shareowners of record. Share- 
owners holding Warnaco stock through 
brokers, in so-called “street” name, or in 
nominee names at banks should receive 
Warnaco reports through the brokers or 
banks, although there is sometimes a delay 
in such transmission. Any such shareowner, 
or any interested investor, may receive 
reports directly from the company by con- 
tacting Warnaco Shareowner Relations at 
the above address. It is unavoidable at times 
that second copies of reports may be re- 
ceived. In this event, the company suggests 
that any extra copies not be wasted but 
passed on to interested persons. 


Annual Meeting 

The annual meeting of shareowners will be 
held at 10:30 a.m. on Friday, April 26, 1974 at 
the Connecticut National Bank, 886 Main 
Street, Bridgeport, Connecticut. Share- 
owners of record on February 26, 1974 will 
be entitled to vote in person or by proxy at 
this meeting. 


Transfer Agent 

Chemical Bank 

20 Pine Street 

New York, New York 10005 


Registrar 

Morgan Guaranty Trust Co. of New York 
23 Wall Street 

New York, New York 10005 


Independent Accountants 
Price Waterhouse & Co. 

986 Bedford Street 
Stamford, Connecticut 06905 


Employees 


1973: 14,300 
1972: 15,100 


Officers 
John W. Field 


Chairman and Chief Executive Officer 


Cameron Clark, ur. 
President and Chief Operations Officer 


Frederick A. Downey 
Executive Vice President, 
Administration-Finance 
Gus G. Van Sant 
Executive Vice President, 
Group Operations Officer 


Lloyd C. Ahlgren 


Senior Vice President, Development 
John Detjens, III 

Senior Vice President, Group Operations 
Manager, and President, White Stag 


James P. Gillies 
Senior Vice President, International 


Philip J. Lamoureux, Jr. 


Senior Vice President, Group Operations 
Manager, and President, Warner Slimwear 


Alfred B. Booth 


Vice President, Management Services 
Donald C. Harshman 


Vice President and President, 
Warnaco Men’s Sportswear 


John S. Johnson 
Vice President, Secretary and General Counsel 


John D. Limpitlaw 


Vice President, Management Development 


John F. Moriarty, Jr. 


Vice President, Market Relations 


Leonard G. Saulter 
Vice President and President, Hathaway 


Lloyd S. Schaper 
Vice President and President, 
Puritan Sportswear 


Jerome Silverman 
Vice President and President, Jerry Silverman 


Jack M. Weiss 


Vice President and President, Gus Mayer Stores 


Kenneth H. Neal 
Controller 


Frederick M. Robison 


Treasurer 


Lloyd P. Stauder 
Assistant Secretary and Assistant 
General Counsel 


Joseph W. Reed 


Assistant Treasurer 


Board of Directors 
Robert N. Anthony *§ 


Ross Graham Walker Professor of Business 
Administration, Harvard Business School 


Cameron Clark, Jr. 
President and Chief Operations Officer, 
Warnaco 


John Field 
Honorary Chairman of the Board of Directors, 
Warnaco 


John W. Field 
Chairman of the Board of Directors and 
Chief Executive Officer, Warnaco 


William T. Frenchts 

Chairman of the Board of Directors, First 
National Stores; former Chairman, Associated 
Merchandising Corporation 

Harold S. Hirsch? 

Chairman of the Executive Committee, 

White Stag Manufacturing Company 
William M. Jenningss 

Partner, Simpson Thacher & Bartlett; 
President, New York Rangers 


Charles J. Kittredge *? 

Senior Vice President, The First National 
Bank of Boston 

Frank J. Manheim *s 

Chairman, investment firm of A. Manheim & 
Company, Inc. 


John F. Moriarty, Jr. 


Vice President, Market Relations, Warnaco 
Charles S. Munson, Sr.t 


Honorary Chairman of the Board of Directors, 
Airco, Inc. 


James C. Walker 


President, Warnaco of Canada Limited 


Arthur W. Warner? 
Former Vice President, Warnaco 


DeVer C. Warner 
Chairman of the Board of Directors, 
The Hydraulic Company, Bridgeport 


William S. Warner*? 
Executive Vice President, 
The Hydraulic Company, Bridgeport 


* Audit Committee 

t+ Salary Committee 

+ Ecology and Environmental Matters Committee 
§ Public Policy and Consumer Affairs Committee 
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